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Abstract 
In trying economic times, firm-level skills development initiatives take second place as a result of the austerity measures in place 
or as their anticipated impacts become real (see for instance TUC, 2009). But what happens to national development imperatives 
in these times? This paper explores the impact of the 2008 global economic financial crisis on skills development and workplace 
equity for a selection of South African companies in the manufacturing sector. It reports on the results of a quantitative and 
qualitative firm-level response to the crisis. In light of the peculiar skills development and equity challenges facing the country, it 
is argued that national measures and firm-level recruitment trends are not likely to advance workplace equity as the quest for 
efficiency takes hold in an effort to survive the crisis.   
© 2010 Published by Elsevier Ltd. 
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1. Introduction 
The current recession that resulted in an economic crisis during the last quarter of 2008 has had detrimental 
global effects. It halted economic growth, which before this crisis, averaged between 5-7 percent globally. This was 
particularly destructive and resulted in global economic hemorrhaging. Besides being marked by a decline in trade 
that lead to significant job and income losses, it also resulted in setback of social programs of most governments. 
According to estimates by the International Labor Organization, it was to lead to an approximate 51 million people 
losing their jobs, and an additional 46 million being pushed below the poverty line according to the World Bank 
(quoted in Bray & Varghese, 2009). While developed countries have been negatively impacted to a considerable 
extent, it has been particularly devastating on developing nations who have been negatively affected by the decline 
in commodity prices, reduced trade flows, and as a result of the steadily dwindling aid budgets, the falling 
remittances from developed nations.  
The impact of the recession on education and training is unsurprisingly significant. On the one hand, the crisis 
displaces large numbers of workers who in an attempt to respond to their joblessness, seek education resulting in 
increased demand, and on the other hand, those incumbents already in the education system remain there longer as 
employment prospects decline and they delay their entry into outside employment. The role of education and 
training in the current recession is therefore particularly significant. It has been particularly crucial that in this 
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recession, many governments have considered the education and training as a significant response to the recession. 
Some have chosen to place education as integral to their ‘recovery plans” (Bray & Varghese, 2009:2), while others 
for instance, the BRIC (Brazil, Russia, India and China) countries, education has become a component of semi-
protected budgets (Douglass 2010:24). More importantly, countries have been on record for focusing on measures to 
encourage firms to retain their staff, attempt to get employers to recruit new employees and foster skills in an 
attempt to mitigate the worst social impacts of the crisis (OECD, 2009: 30).  By increased investment in education 
and training, there is potential to assist displaced workers to find new job opportunities and support national 
restructuring (OECD, 2009: 10). Clearly this protects the most vulnerable from its most detrimental effects. There is, 
nevertheless, need for ever vigilant support, protection and extension where the education sector is threatened by 
declining national budgets (Barakat et al, 2010). In this regard, this recession can be considered an important 
opportunity for countries in the new globalised context to reposition themselves and to engage more meaningfully 
with the equity and access imperatives. It is evident that an immediate knee-jerk response is likely to be temporary 
and that a more sustainable means needs to be found to deal with it. 
  The methodology for this paper is underpinned by two exclusive processes.  First, a quantitative survey of 
recruitment trends of manufacturing companies undertaken in 2009 and second, a qualitative survey of 32 key 
individuals  involved  in  the  manufacturing  sector  who  were  asked  to  report  on  the  effects  of  the  crisis  on  skills  
acquisition.   
The paper also explores the impact of skills development at national and in-company (firm) level. It begins with 
an overview of the South African economic and the responses to the recessionary context. It explores, in addition, 
the relationship between equity and national development. The results of the survey are then examined showing that 
developments at firm-level are likely to be less than effective for equity to be realized. The national response by 
assisting firms to save jobs, while necessary, is not likely to advance the national equity interest.  
2. South African recession and responses 
The impact of the recession on South Africa has been mixed. There has been a sense of confidence brought about 
by the optimism of the 2010 FIFA Soccer World Cup and the relative cushioning of the economy as a result of the 
banking regulations introduced before 2008 (the National Credit Act of 2005, RSA, 2005), which softened rampant 
lending and protected the country from  the immediate impact of this crisis. This resulted in a degree of lethargy 
about a meaningful response to the crisis and its likely impact on South Africa. As Hein Marais has argued, “ ... until 
well into 2009….South Africa’s political and business elites seemed to languish in a state of denial and were 
broadcasting predictions of another year of positive economic growth, even as credit markets around the world 
asphyxiated and global demand dissolved “ (Marais, 2010). The country has, nevertheless, been particularly affected 
by the sharp fall in demand of its export products; fall in prices of key export commodities and falling foreign 
investment (Chitiga et al, 2010). This was in sharp contrast to the impressive performance of the post-Apartheid 
economy which averaged 3.3% growth in GDP between 1995 and 2003.Since the last quarter of 2008, the demand 
for mining products and manufacturing (which accounted for 16% of GDP and 14% of the workforce) showed signs 
of faltering. Macroeconomic forecasts were revised downward as result of negative incomes, employment and 
investments while tax revenues declined and, by the second quarter of 2009, the country was reporting its first 
recession in 17 years. By the third quarter of 2009, cumulative job losses in South Africa amounted to more than a 
million (DPRU, 2009 & ILO, 2010).Table 1 shows the employment effects of this development: 
 
Table 1. Labor Force Indicators – Pre- (2008) and Recession (2009) (in %)  
 
Unemployment Category  2008 (Qtr 2) 2008 (Qtr 2) Difference (%) 
Overall Broad 27.1 31.2** 4.1 
 Narrow 22.7 24.5** 1.8 
By Race   
 
Gender 
 
African 
White 
Male 
Female 
31.9 
4.9 
22.9 
31.9 
34.8 
5.2 
26.5 
32.7 
2.9 
0.3 
3.6 
0.8 
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Age  
 
School level 
 
 
Overall (wide) 
15-24 yrs 
Completed 
Grade 9-11 
 
50.3 
49.9 
26.9 
35.4 
57.3 
56 
28.8 
37.4 
7 
6.1 
3 
1.9 
Source: StatsSA (Q2:2008 & Q2:2009) *Includes discouraged workers, ** StatsSA Qtr 3:2009; ***ILO (2010). 
In addition to increased overall unemployment in the period 2008-9, a significant increase of 3.6% in African 
unemployment is noted, with males and youth particularly negatively affected. Thus for instance, unemployment for 
youth (aged 15-24), already high at 49.9% in 2008, increased by 6.1% to 56% in 2009. Race, gender and age 
differentials thus serve as significant features of the post-Apartheid labor market. Furthermore, as Table 3 indicates, 
an analysis of the occupational profile by race shows significant between-race differences in employment:  
Table 2. Occupational Profile by Race: Manufacturing (%)  
 
Category African Colored Indian White Total 
Managers 
Professionals 
Technicians 
Clerks 
Service/Sales 
Crafts 
Operators 
Elementary 
15.68 
44.8 
48.4 
38.5 
56.4 
68.3 
76.5 
77.5 
7.2 
9.0 
19.9 
20.3 
18.1 
17.5 
17.2 
3.1 
 
9.1 
10.6 
5.9 
10.8 
6.4 
3.3 
4.1 
3.1 
68.2 
35.6 
25.8 
30.4 
19.0 
10.8 
1.9 
2.2 
100 
100 
100 
100 
100 
100 
100 
100 
Source: StatsSA: 2010 
Whites dominate the top echelons of workplaces at ‘Manager’ and ‘Professional’ levels, while black people are 
predominant at ‘craft’, ‘operator’ and ‘elementary’ levels. This scenario provides evidence in support of the claim 
by the Commission for employment equity that Whites are, “…continuing to be recruited and promoted in the 
private sector and are likely to continue to benefit from training and development opportunities” (Nkeli, 2010).  
Thus despite the range of equity (RSA, 1998a), and skills development legislation (RSA 1998a.b), there is still 
considerable unease that little has changed.  
The national response to the recession also provided very little in terms of the strife for equity. The tripartite 
agreement between government, business and labor reached in February 2009 did not deal meaningfully with this 
transformational imperative. As a measure ostensibly designed to prevent large-scale retrenchments, there was an 
espoused need to, “…keep employees working during the economic downturn and re-skill them as an investment for 
the future economic recovery’ (NEDLAC, 2009:17). In proposing its skills development initiative to mitigate the 
most urgent impacts of the crisis by saving jobs of those most vulnerable, it was silent on workplace equity 
prerogatives. Thus despite finance emerging from the national skills levy system, the opportunity to induce 
workplace equity has been missed.  
Other measures to respond to the recession are equally ineffective from an equity perspective. The not 
insignificant infrastructural spending does little to improve he situation. The government spending of ZAR787 
billion over the period from 2009-2011, and another ZAR390 billion in capital spending by state-owned enterprises 
(Treasury, 2010) will result in very little being targeted to the equity imperative. While the objective was primarily 
directed at ensuring that the most vulnerable become cushioned from the most deleterious effects of the recession, 
little attention has been paid to the ongoing challenges that equity considerations demand. Similarly, the significant 
social spending of ZAR24.8 billion allocated to health and education and a targeted ZAR4.1billion for infrastructure 
for this purpose, together with impressive annualized growth of 10% in education spending in the period 2008-12, is 
substantial to ameliorate the most negative impacts of the recession but is likely to be less significant in terms of 
equity and transformation. 
3. Discussion and findings 
The interviews at companies showed that in general, the smaller and locally owned firms, firms with a 
predominant export orientation, and firms with a narrow customer base or product range were among the hardest hit 
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during the economic downturn. The response was not unusual: Workforce downsizing was part of the complex 
fixed-cost reduction drive; together with shift consolidation and reduction; layoff of those in temporary 
employment, hire freezes and offer of voluntary retrenchments and early retirement packages; production short time; 
and formal retrenchments. Thus the retrenchment assistance plan was likely to respond to these companies. 
However, industry consensus was that government demonstrated a distinct lack of leadership around the crisis and 
the bureaucracy resulting from this initiative resulted in a complex, cumbersome and restrictive process, making 
access to these funds difficult. Overall, industry-level opinion was that crisis support from all quarters was ‘too little 
too late’. 
Respondents reported that the recession exacerbated the problems that already existed relating to lower labor 
productivity. This was considered to be the result of the complex interaction between a poor quality and articulated 
public education system; scarcity of skilled artisans; significant skills shortages and skills gaps; the highly unionized 
nature of the labor force and the ‘political forces driving transformation’, i.e. equity and redress. These 
considerations encourage a capital- rather than labor-intensive company growth path. The recession, therefore, 
exacerbates these challenges and undermines employment creation and training that will have equity impacts. Thus 
the recession has had little impact on skills, except emphasizing already existent challenges.  
There was also an increasingly negative impact on training budget considered in companies, with 60% of 
companies indicating decline in training spend.  While business expansion was muted, there was a sense that some 
recruitment was still being undertaken. The results of the survey show that most companies reported having to 
recruit in the skilled components of the organization. More than a third of companies (36%) recruited at the ‘skilled 
worker’ or ‘artisan’ category, followed by the ‘plant and machine operator’ (28%) level, and fewer companies 
(16%) recruiting at the ‘elementary worker’ level. Recruitment at management level was minimal, i.e. management 
(9%) and sales and service personnel (12%). The possibility for a changing labor force profile in the upper structure 
is therefore, minimal.  
The possibility for skills development of new incumbents in times of recession is also muted. Table 3 shows that 
a significant proportion of incumbents are in-sourced from other companies (76%), as opposed to those from 
universities and colleges (24%).  
 
Table 3. Company recruitment practice by source 2008/9 (% responses) 
 
Recruitment source Type Total  Proportional New incumbents 
(proportional) 
a. Experienced personnel 
 
b. Institutions 
 
Other 
Companies 
Univ. of Tech 
Voc. College 
 
76 
13 
5 
 
76 
 
 
54 
16 
c. In-Company Training  Apprenticeship 4  22 
 
Total (b & c) 
Total 
Learnership 
 
2 
 
100 
 
24 
100 
6 
 
100 
Source: Survey data (2009/10) 
 
Also significant is the propensity to hire ‘more qualified incumbents’ in similar vain. From amongst those 
institutional incumbents, more than half were from the University of Technology sector (54%), with Colleges only 
comprising a smaller proportion (16%). Not unsurprising was the recruitment of existing apprentices (22%), 
ostensible because they were already in the system and did not need much training for immediate effectiveness.  
An analysis of recruitment practice by race also shows that the possibilities for workplace transformation are 
muted. Table 4 shows that recruitment practice is characterized by the existing racial character of the labor market, 
with ‘whites’ being recruited at senior management and service levels, and blacks at the lower levels (elementary 
worker and artisan).  
Table 4. Recruitment by race (%) 
 
Occupational Category African Colored Indian White Total 
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Managers 
Sales/Service/Admin./Secr. 
Skilled Artisan 
33 
19 
27 
5 
8 
7 
7 
8 
6 
55 
65 
60 
100 
100 
100 
Plant/Machine Operators 
Elementary Workers 
60 
85 
12 
5 
6 
1 
20 
9 
100 
100 
      
Source:survey data (2009/10) 
4. Conclusion  
It is argued that there is an opportunity afforded by the crisis to achieve more equitable outcomes in terms of the 
equity legislation than is currently the case. Using quantitative information obtained from a survey of companies, 
complemented by a parallel qualitative study identifying the impact of the economic crisis on private companies, the 
results show that while the recession has responded to immediate business prerogatives, they have not enabled key 
national development prerogatives. The assistance package has stimulated the economy by an expanded economic 
stimulus plan which has capacity to stall retrenchment and stave off some hardship for the most vulnerable. 
However, the key labor market inequities remain intact. In particular, current evidence suggests a particularly 
negative impact on workplace equity, especially in the drive to recruit experienced personnel and reduce training 
costs.  
The national response, has indeed, been as one company respondent argued, “too little, too late” and in addition, 
“far too inadequate’ in the national interest. The large capital outlay has not engaged key developmental challenges-
equity redress and transformation. The expectation by companies that government support them in times of 
economic crisis needed to be tied to national interest and the quest for equity remains to be achieved by other means. 
A golden opportunity has been lost. 
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